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****************************************** 

Notice of Confidentiality & Disclaimers 
****************************************** 



The information contained in this plan ("Confidential Information") is highly 
confidential and is the proprietary information of Physicians' Online, Inc. 
("Company"). 

The taking and review of this plan by a prospective investor or other reader 
constitutes the agreement on the part of such person to keep the Confidential 
Information strictly confidential and not to use or disclose the Confidential 
Information in any manner without the Company's prior written consent 

Any reproduction of this plan, in whole or in part, without the prior written 
consent of the Company, is prohibited. 

This plan does not constitute an offer to sell any securities. Any such 
solicitation will be undertaken only under appropriate documents and 
pursuant to all applicable securities laws. 

The plan set forth herein is believed by the Company to be reliable to the best 
of its information. It must be recognized, however, that projections and 
predictions about the Company's future performance are necessarily subject 
to a high degree of uncertainty, and no warranty, expressed or implied, is 
made that such projections will be achieved. 



Physicians' Online is a trademark of Physicians' Online, Inc. 
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"The success of managed care will probably depend on the ability ... to influence 
physicians' choices in the direction of increased value." 



-- John K. Iglehart. Managed Care. N EnglJ Med 1992; 327: 742. 
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I - The Executive Summary 



Physicians' Online is a personalized online medical information and 
communications service dedicated to empowering physicians with the tools 
essential to advance the quality and control the cost of health care through 
informed decision-making. 



Physicians' Online ("Company") is an innovative new electronic medium designed to evolve 
into a comprehensive national medical information and communications network servicing 
the entire health care industry. The Company's online information products and 
communication services provide physicians with powerful tools to manage Medical 
Knowledge, Prescriptions, and Patients. Physicians' Online provides a distribution outlet for 
third-party produced information products and services. Physicians' Online also provides 
valuable proprietary information services to other industry participants including managed 
care organizations and the pharmaceutical industry. 

Phase I - Medical Knowledge Management 

Online medical information and communication services which are readily 
accessible and free of charge to member physicians through optional online 
advertising support. The Company has assembled the most powerful, yet user- 
friendly, collection of medical information tools available from leading third-party 
sources. The core information products target three key areas of identified 
information need, including medical literature (MEDLINE), medical diagnosis 
(QMR), and drug information (USP). Physicians' Online is being developed in 
cooperation with major medical societies, pharmaceutical manufacturers & 
marketing organizations, hospitals, managed care organizations, and leading 
technology & third-party content providers. 

Implementation: 1993 through 1994 

Phase II - Prescription Management 

Online prescription fulfillment and cost containment programs made possible 
through the use of "Smart Electronic Prescription Pads" (PDAs). This network is 
being developed in cooperation with managed care organizations, hospitals, 
pharmacists, pharmaceutical distributors, leading technology providers, and 
other health-care participants. 

Implementation: 1994 through 1996 

Phase III • Patient Management 

Online patient information for efficient retrieval and transaction processing 
resulting in enhanced clinical and administrative efficiency and cost- 
containment This network is being developed in cooperation with corporate 
employee benefits programs, private health insurance carriers, out-patient 
laboratories, electronic claims processors, installment credit organizations, 
hospitals, and other health care participants. 

Implementation: 1995 through 1997 

The Company's competitive advantage is based on its ability to attract physician use. 
Founded by practicing physicians with extensive experience delivering practical information 
products to busy clinicians, the Company has developed a market-driven product strategy 
designed to win maximum professional acceptance and use. The Company is establishing 
critical strategic alliances with leading participants in every major health care market 
segment. The Company is currently working with several leading content and service 
providers to develop new products and services for this expanding multi-billion dollar market 
opportunity. 
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I - The Executive Summary / 
Physicians' Online: 5 Year Plan 



To empower physicians with the tools essential to advance the quality and 
control the cost of health care through informed decision- making. 



I Time Frame 



Phase I 



0-2yr 



Phase II 



1 -4yr 



Phase III 



3-5yr 
Patient Management 



I Essential Tools I Medical Knowledge Management 



Prescription Management 
Pharmacists' Online 



[Vehicle 



Physicians' Online 



National Health Card Network 



Pharm Reps' Online 
Formularies Online 
Managed Care Online 



[Potential 
Membership 



500,000 physicians 
10,000 pharmaceutical execs 



300,000 physician offices 
100,000 pharmacies 
50,000 drug reps 



250 million patients 
10,000 hospitals 
other health care participants 



[Core Markets 



I Market Size 



MEDLINE 
Rx Micromarketing 



Prescription Fulfillment 
Rx Cost-Containment 



Patient Administration Cost- 
Containment Programs 



$50 million / $7 billion 



>$70 billion 



>S500 billion 



Market Size/MD 



$1000/ $15,000 



>$150,000 



>$1 ,000.1 



| Secondary 
Markets 



Clinical Databases 
Decision-Support Tools 
News & Financial Services 
Special Interest Forums 
other areas of identified need 



• Home Care 
Managed Care 

• Formularies 
Pharmacy Network 
'Electronic Detaiing" & Rep Support 



• Electronic Patient Record 

• Outpatient Laboratory Transactions 

• Patient Health Maintenance 



Main Revenue 
Sources 



Pharmaceutical Advertising 
Pharmaceutical Micromarketing 
Information 

Membership & Usage Fees 



• Prescription Processing 

• Micromarketing Information 
Membership & Usage Fees 



• Patient Transaction Processing 

• Communication Services 

• Micromarketing Information 
« Membership & Usage Fees 



I Competitive I • "Medical Info Vending Machines- 
Advantage 1 • Sophisticated MD Targeting ("Ad 
Wizard"/ "Smart Ads") 
Installed Terminals, PDAs, & PCs 
Computer-Sophisticated Members 
Medical Society Support 
Pharmaceutical Industry Support 
Third-Party Office Systems Support 
Pharmaceutical Executives' Online 
User-Friendly Interface 
Proprietary Text-Retrieval Software 
Proprietary Psychometric Mktg Data 



"Smart Electronic Prescription 
Pads" (PDAs) 

Installed Terminals, PDAs, & PCs 
Automated Prescriber Assistance 
Programs 

Proprietary managed care 
applications 

National Electronic Formularies 
Proprietary Prescriber Profifing 
Patient Prescription Profiles 
Proprietary Psychometric Marketing 
Data __ 



National Health Card' 

• Installed-base of diverse POS/PON 
entry-points linking integral industry 
participants 

• Electronic Patient Transactions 
Network 

• Third-Party Office Systems Support 
Hospital Systems Support 
Cellular Communications link to 
Physicians 



i Strategic 
Alliances 



Medical & Professional Societies 
Pharmaceutical Companies 
Pharmaceutical Marketing Cos 
Prescription Data Marketing 
Companies (IMS/ MMG/ PMS) 
Third-party Content Providers (NLM/ 
Camdat/ USP) 

Medical Office System Companies 
Technology Providers (CompuServe/ 
Sybase/ Conquest/ Coconut/ Apple/ 
Sun/ HP / Cube) 



Prescription Fulfillment Companies 
(Medco) 

Pharmacies/Pharmacist Societies 
Managed Care Organizations 
HMOs' PPOs/ IPAs 
Hospital Chains 
Hospital Formularies 
Corp Employee Benefits Programs 
Medical Office System Companies 
Technology Providers (AT&T/ Apple/ 
EO/ Motorola/ HP) 



Corp Employee Benefits Programs 
Private Health Insurance Carriers 
BC/BS/Medicaid/ Medicare 
Out-Patien1 Labs (MetPatfV 
Bioscience/ SKF/ NHL) 
Outpatient Testing Companies 
Installment Credit Organizations 
Electronic Claims Processing & 
Clearing Houses (NEIC/ EDS) 
Medical Office & Hospital Systems 
Companies 



[Critical 
Technologies 



Systems Integration of existing 
hardware & software technology 
Packet Data Network technology 
Simple Text Retrieval Software 
Third-party Content Development 



"Personal Digital Assistants* (PDAs) 
Data network technology 
Proprietary PDA applications 
development 

Personal Info Management (PIM) 



Systems Integration 
Proprietary patient administration & 
cost-containment applications 
development 

Cellular data network technology 



Infrastructure: 
Milestones 



150,000 physician members 
5,000 hospital members 
5,000 hospital-based terminals 
5,000 PDAs in Physician Offices 
150,000 additional POL software 
installations 



300,000 physician members 
10,000 hospital members 
20,000 hospital-based terminals 
100,000 PDAs in Physician Offices 
10,000 mobile PDAs 
500,000 additional POL software 
installations 



500,000 physician members 
10,000 hospital members 
50,000 hospital-based terminals 
300,000 PDAs in Physician Offices 
400,000 mobile PDAs 
600,000 additional POL software 
installations 

$250,000,000 



Infrastructures: 



$10,000,000 



$50,000,000 



InfrastructS/ MDJ 



$100 



$200 



$500 



II - The Concept 



The Physician Need 

Medical practice has always been information intensive. However, the explosive growth of 
medical knowledge has become a two-edged sword. While it provides physicians with the 
knowledge to guide their decision-making, it has become increasingly difficult to gain access 
to this unwieldy disorganized mass of rapidly growing information. The sheer volume of 
medical information today has far outstripped the capacity of traditional methods, such as 
medical libraries, textbooks, and journals, to meet the growing needs of today's physician. 

Powerful computerized medical information tools have been developed to meet these needs. 
However, fundamental economic factors in health-care have inhibited their widespread use. 
The information products exist... the means of payment does not Unlike the legal profession, 
the medical profession can not pass on the cost of information services to the health-care 
consumer due to the fixed reimbursement system. Computer systems that don't directly 
contribute to the bottom-line, are hard to justify for cash-strapped institutions and 
physicians who are facing a squeeze between falling reimbursements and rising costs. 
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The result: 



(1) a progressive deterioration of physician expertise, and 

(2) prolonged practice adoption delays of significant clinical advances. 

Both trends are adversely effecting the quality of patient care. 



The Pharmaceutical Industry Need 



In 1991 $63 billion of prescriptions were written by less than half a million physicians -- over 
$150 000 per physician. Over $7 billion per year is spent by the pharmaceutical industry on 
sales' and marketing - over $15,000 per physician. In 1961, there were 656 drugs available 
by prescription in the US -- today there are over 8,000. This has created a marketing dm, 
as a plethora of products are vying for the limited attention of busy medical professionals. 

Increasing competition, falling profit margins, and increasing marketing costs have created an acute 
need tor more careful market segmentation and targeting of pharmaceutical marketing campaigns. 
Sophisticated pharmaceutical marketing support tools, based on prescription data, track the 
prescribing behavior of any targeted market segment down to the individual physician. With 
the proliferation of new marketing media designed to reach physicians, pharmaceutical companies 
increasingly use those that target their markets more selectively. 



The Opportunity 

To meet the information needs of physicians by providing them with powerful electronic 
information tools that are user-friendly and readily-accessible on a national computer 
network while simultaneously providing the pharmaceutical industry with powerful nev 
micromarketing tools including online advertising and psychometric data. 

The opportunity exists because - 

The value of advertising to physicians exceeds the cost of providing them with 
computerized online information. 



Physicians' Online 

Physicians' Online is a personal online medical information & communications 
service for member physicians. Any medical professional who can legally write 
prescriptions qualifies for membership. Physicians' Online is available free-of- 
charge to any member who elects to accept the online advertising features. 
Otherwise, it is available at competitive online rates without advertising. 
Physicians' Online provides physicians with valuable medical information & 
communications services, on demand, at point-of-need, while simultaneously 
providing powerful marketing tools for the pharmaceutical industry. 



Physicians' Online II The Concept I 

Physicians' Online-. The "Win-Win" Strategy 



Physicians' Online is positioned to simultaneously meet the needs of multiple markets • 



Physicians are provided with personalized online medical information & 
communications services on demand, at point-of-need, and free-of-charge. All 
the information products are high-quality, readily-accessible, easy-to-use, and 
free-of-charge. Online product messages are personalized to the needs of the 
individual physician. 

Pharmaceutical companies are provided with a powerful, sophisticated, 
cost-effective, precisely-targetable, fully-accountable, non-coercive, risk-free, 
"Pay-per-View" advertising medium and a significant opportunity to generate 
goodwill. 

Pharmaceutical marketing Industry is provided with a new medium capable 
of precise physician targeting based on demographics as well as prescribing 
practices and a new source of proprietary psychometric data to enhance their 
micromarketing tools. 

Medical information industry is provided with a high-volume platform to 
profitably distribute their products and services to physicians. 

Medical Societies are provided with their own online Medical Society 
Forums and other benefits for their membership -- free-of-charge. 

Medical center libraries are provided a source of MEDLINE and other 
information products and services — free-of-charge. 



Physician*' Online Positioning 
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Ill - The Service 



Our Online Information Products & Services 

To attract physician use, Physicians' Online has assembled the finest collection of online 
information products available from leading third-party medical information providers. Our 
core products target three key areas of identified information need -- 

• medical literature (MEDLINE), 

• medical diagnosis (OMR), and 

• drug information (USP Drug Info). 

Unlike previous efforts to establish new advertiser-supported media, Physicians' Online does 
not have to "create a market" for new products and services. Physicians' Online delivers a 
well-known information product (MEDLINE) for free which physicians currently use more 
than 3 million hours per year (at fees ranging up to $45/hr). 

Although "FREE MEDLINE" is the single most persuasive reason for physicians to switch to 
Physicians' Online, QMR (a medical diagnostic decision-support tool) and USP Drug Info (a 
comprehensive drug information resource) add significant clinical utility to our introductory 
offering. They cost relatively little to implement and they position Physicians' Online as a 
comprehensive "one-stop shopping" information resource for physicians. Although the 
demand for information products other than MEDLINE is currently small, we anticipate 
rapid growth in other online information products & services as physicians become more 
familiar with our system and routine Physicians' Online use becomes the de facto "Standard 
of Care." 

Another significant incentive for physicians to use Physicians' Online regularly is that it 
keeps track of the online time spent on education activities. So, Physicians' Online becomes a 
significant source of Continuing Medical Education (CME) credit for active members. (CME 

^.-.v:.-.- \\ tf™» ~:£*5. 
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credits are required for maintaining hospital admitting privileges, professional licensing, 
specialty certification, etc.) 

The design of each module maximizes ease-of-use and relevance to clinical practice. Casual, 
as well as sophisticated, users quickly master the system using plain English commands. No 
steep learning curves or Byzantine commands to remember. 



< 1 > Literature Search (MEDLINE) 

< 2 > Diagnostic Support (OMR) 

< 3 > Drug Information (USP) 

< 4 > Society Forums {ACP/ A AFP/ ACC) 

< 5 > Special Interest Forums 

< 6 > Industry/Company Forums 

< 7 > Mai! 

< 8 > Personal Services 

< 9 > Membership/Account Information 
<0> Quit 




All online products and services are free-of-charge to member physicians who accept the 
online advertising option. If the advertising features are turned off, online products and 
services are competitively priced on a "Pay-as- You-Go" or "Fixed-Fee-for-Unlimited-Use" 
basis. 

Comprehensive online communication services include — 

electronic mail, 
bulletin boards, 
special interest forums, 
special society boards, 
"live" conference rooms, 
libraries, 

paper specific comments boards, 
journal clubs, 
journal specific forums, 
electronic publications, 
personal clipping services, 
document delivery services, 
news & financial services, 
pharmaceutical customer support boards, 
member/alert features, 
FAX capabilities, 
software libraries, 
online customer support, and 
online documentation & help. 
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Our Network 

Our strategy maximizes physician use of electronic information resources by making them 
widely available, easy-to-use, and free-of-charge. By using a national data network with 
local access numbers, Physicians' Online can be accessed from any computer equipped with a 
modem using standard communications software or our own dedicated software. 



Physicians' Online 
Computer 




X.25 Network Link 



\ 



Begtonai 
BeH Operating 
Companies (RBOC) 



National 
Packet Switching 
Oat* Network* 




Personal Computers On-Site Terminals Local Networks 



Our Communications Software 

Our software provides additional functionality and is distributed free-of-charge to all 
members. It has an easy-to-use, menu-driven, "Graphical-User-Interface" (GUI) and is 
compatible with all major computer operating systems - including DOS, Windows, 
Macintosh, and UNIX. It supports black & white and color graphics and provides mouse, 
well as keyboard, control. 
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Our On-Site Terminals 



Most clinical questions do not arise at a time or location convenient o computer access -The 
practice of medicine keeps physicians moving between offices, climes, and yanoui hospital 
focations throughout a typical day. This is why physicians require pagers to be reached. 
ThL °s also wh? desk-bound computers haven't helped physicians with their daily work - 
ohvsicians don't work at their own desks! A physician's office computer is usually being used 
bv stafffor office management tasks. In the hospital, computers, when available, are 
dedkaLd to ^specific administrative tasks. The hospital library is often closed or not 
conveniently located and usually has only limited, if any computerized mf^ brrnabon 
resources And even if the physician has a home computer equipped with modem, 
communications software, and an online search account, the physician is often too tored and 
^esSon is no longer as pressing as it was during the day when the information was 
needed for clinical decision-making. No wonder less than 30% of the cl.mcal quest.ons that ar.se 
during patient care are ever answered. 



Mprtiral Tnf o rrr^tinn Vf>ndjriP Marhines Membership K i OSkS 

To increase physician use. Physicians' Online will distribute dedicated terminals to high 
volume s?tes - such as emergency rooms, medical libraries, physician lounges, dimes, group 
nrirHces Bv facilitating access, at point-of-need. these workstations function as "medical 
^formation vendtngS^es" and Cmbership kiosks" - satisfying information appetrtes at 
stratTata ^ocaXs ?h^ughout the health-care environment and automatically recruiting new 

™m£*sm^ without ** TSonal COmpUter SyStemS Ca " roUt ' ne,y aCCCSS V 

using these on-site terminals. 




For example: 

A physician's daily routine can include a stop by the hospital-based terminal - to| B^ta few 
clinical questions answered on a problematic case, check the medical literature^ cn a top,c 
of interest, order a reprint, check his pereonal clipping service for new abstracts, J4a 
. patient's laboratory results, register for a conference, renew a medical 

check the latest travel immunization recommendations, pick up electronic mail, check out 
information on a new antibiotic, order drug samples, etc. 

The 5 000 major US hospitals offer a total installed-base potential of over 20.000 terminals. 
In addition to direct distribution of terminals by Physicians On/in* pharmaceutical 
sponsors, using their hospital-based sales forces, have an opportunity to donate terminals 
Smized with their own marketing messages) to their client sites. A large m«Mw 
of on-site terminals generates goodwill for pharmaceutical sponsors, creates a strategic 
omnipresence," increases physician membership & total online demand, acts as a bamer to 
competition by gaining early control of the "Physician Desktop," and serves as entry points 
into our emerging health-care communications environment. 
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Our Membership 



Any medical professional who can legally write prescriptions qualifies for membership, including -- 

• physicians, 

• physician assistants, 

• physicians-in-training, 

• osteopaths, 

• podiatrists, 

• oral surgeons, and 

• dentists. 

Members have an opportunity to use any information product on our system entirely free-of- 
chara by iZ^ online advertising to be shown. These ads are not mtrusive or dis ruptive 
sfnce they are restricted to the bottom 1/8 of the screen and change only four times per 
minute! Members can engage in online activities without any interruption from the 
advertising which is shown simultaneously. 

Physicians can access Physicians' Online from any computer equipped with a modem and 

software or from any on-site terminal or personal computer equipped with 
our dedicated Software. Physicians can order our free dedicated communications software 
^geTdh^ZTmodems directly from Physicians' Online using our 800 Membersh,p 
Support Lane or anytime they are online. 

To become a member, physicians fill out an online membership ^ p °»^ ^^j™ 
they use the system. After completing the questionnaire, a unique membership number 
(Sieir social security number) and a password are assigned to each physician. From then on, 
m^mUr?m«S^e in their number and password and they have full access to the system. 

Since each physician has his own membership number and data file, and ^X^vMhe™" 
iripntHier number the system always knows who is using the system, where he is, and what he is 
usino She sysTm'tor ThTsTrovidJs a unique opportunity tor pharmaceutical adversers to precsely 
ta* gft online Advertising and collect psychometric marketing data Member activity date also 
provides Physicians' Online with continuous feedback to constantly monitor and refine our 
ongoing marketing and product development efforts. 



Onr "Membprshir." Grow th Strategy 

Current MEDLINE users are a secure initial membership-base to grow from. As computer- 
s^phisticated physicians, MEDLINE users are more likely to use other new information 
products & services. They are also "early adopters" of other new technologies and 
Pharmaceuticals, and, as "Medical Opinion Leaders" they are influential with other 
ohvsicians MEDLINE users are usually internists, family practitioners, general 
practitioners, and cardiologists, which are the highest prescribing physician specialties. 

Physicians' Online is dedicated to maintaining a quality medical information service with 
responsive membership support services. As our company name -Physiaans Online - 
implies, we want our members to feel they are "members" of an online informat on service 
that is really "theirs" and not just another "customer" of a medical information company . 

As we successfully convey this image to our initial membership and carefully nurture our 
member relations with quality products and support, our members will ^S^TdtnLl 
marketing weapon - recruiting new membership, leveraging our marketing into new clinical 
sites, and securing our market-share against future competition. 

Uftimatefy, our success rests on the physicians' recognition that Physicians' Online is a q«"Hty 
TntoTnYSn service that maintains the integrity of its information products and clearly separates the 
needTof physicians from the demands of pharmaceutical advertisers. Promot.onal .nformation must ^ 
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Physicians Online 

be clearly distinguished from all other information products. Information products can not be 
contaminated, in any way, by promotional material. 

As a result -- 

• No exclusive covenants will be given to any pharmaceutical company that would 
compromise the integrity of our information products and our credibility to physicians. 

. No exclusive advertising rights will be granted since this would create an opportunity for 
potential online competitors. 

In summary, our basic strategy is to make physicians feel like "members" not "customers" and then 
to turn our "members" into "evangelists." 

This is a powerful marketing strategy, and, for the physician market place, this may be the 
only strategy that can work. Physicians are a very fraternal order and expect to belong. 
They are "members" of their medical profession, their subspecialty, their hospital attending 
staff their medical society, their group practice, their medical school, their subspecialty, etc. 
Physicians will expect to be members of Physicians' Online - We can t disappoint them. 



ThP Challeng e nf Sophisticated Users 

The most important influence on physician behavior is "word of mouth." Physicians do very 
little without first consulting their colleagues, even informally. Nowhere is this more true 
than with computer technology. Physicians do not generally feel comfortable with 
computers. So, most physicians are keenly aware of which colleagues use computers and rely 
heavily on their "technical" advice. Before making any purchase, physicians generally 
consult these "computer savvy" colleagues first. 

Computer-sophisticated physicians are the easiest group to get to use our system since they 
are always looking for new uses for their computers. And since these physicians tend to do 
MEDLINE literature searches themselves, they realize immediate savings by switching to 
Physicians' Online. 

Although they are the "easiest-to-get-to-use" our system, they are also the "hardest-to-please" 
since they have an instant basis of comparison with the systems they are currently using. 
They will immediately run head-to-head comparison literature searches before making the 
switch. Therefore, we need the most sophisticated online system possible, right from the start, 
since our initial users are the most sophisticated physicians. 

Since computer-sawy physicians are those most likely to use our system initially and they 
are also influential with the rest of the physician market, it is critical to the success of 
Physicians' Online to win their support early on. By winning their support, we have won the 
soundest membership base for growth and a bullet-proof barrier to any future competition. 

This creates a potential risk during our launch phase. If we make any false claims, our users 
will know immediately. Anything short of the highest quality online system will disappoint 
and ultimately hurt us. We know that no system is perfect. All systems evolve over time. 
There are "bugs" and other performance problems that need to be fixed. How do we suspend 
their criticism and, better yet, get them to help us improve our system? The Beta-Test Phase 
Membership Recruitment Program. 
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Beta-Test Phase Memb f r^p Recruitment Program 

By recruiting computer-sophisticated physician users for our beta-testing phase, we 
accomplish several key objectives ~ 

• Convert the "hardest-to-please" physicians into "co-developers" of our system. 

• Temper any initial criticism by calling our initial system a "beta-test version" and 
thereby allow us to work-out any initial bugs with an understanding group of 
sophisticated users. 

• Make these "Beta-Testers" feel special and highly valued. Make them feel that their 
feed-back has a positive influence on the development of Physicians' Online. Eg., 
"Participate in the development of the most revolutionary advance in physician 
communications since the advent of the personal pager - Physicians' Online." 

• Obtain valuable last minute user-feedback for fine tuning our system before its 
"official" launch date. 

• Leverage our future marketing by "seeding" the medical community with active 
computer-sophisticated members who form our initial membership-base and act as 
membership recruiters, clinical site administrators, and informal on-site technical 
support. 

• Set a tone of close cooperation with our early membership. Developing a friendly 
and responsive membership / technical support service is the key step to win^ 
physicians' long-term loyalty and helps convert our members into Physicians' Online 
"Evangelists". 

A prolonged beta-test phase allows us to get up to speed without becoming overwhelmed with 
the sudden increase in system utilization a "launch date" would create. 

Although it will appear that only a limited number of beta-testers will be granted online 
privileges at this stage; in fact, there is no such limit. We will expand this program to 
rapidly capture most computer-sophisticated physicians. 
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Online Advertising 

Physicians' Online provides member physicians with an optional "advertising shell" through 
which any third-party information product or communications service can be simultaneously 
distributed to them free-of-charge. Members are never interrupted by online advertising 
since it is restricted to the bottom 1/8 of the screen and changes only four times per minute. 




As a "Pay-per-View" advertising medium, we are motivated to increase physician demand by making 
our system more useful and responsive to our members needs. In addition, third-party 
information providers are motivated to keep their online products useful to physicians since 
they are paid fees based on actual use. 

In other words, "Pay-per-View" advertising enables Physicians' Online to remain responsive to the 
needs of physicians since the more physicians use our system, the more money we make. . 

MFD LINE U ser Characteristics 

Studies show that ~ 

• The heaviest MEDLINE users are Internists (IM), Family Pracfrtioners(FP), General 
Practitioners(GP), and Cardiologists. These physicians are also the heaviest 
prescribers - writing over half the US prescriptions in 1991 . 

• Physicians who regularly use computers are "early adopters" of new products. 

• MEDLINE users are "Medical Opinion Leaders" and influential with their peers. 

• 70% of MEDLINE searches are run by physicians themselves - another 25% are 
run for physicians by search intermediaries such as medical librarians, other 
physicians, medical students, etc. 

• When using computerized information products in general, physicians spend 90% 
of their time using clinical information databases — 

- 65% MEDLINE 

- 30% drug information 

• 60% of MEDLINE searches involve patient care. 

• 50% of MEDLINE searches concern therapy. 
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Physicians' Online III - The Service I 

So, Physicians' Online advertising is displayed to influential, receptive, and high-prescribing 
physicians, staring at a computer screen, actively seeking therapeutic information - the most 
effective time to suggest a new treatment or remind them of an old treatment! 
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Transforming Advertent* into In formation: Tankages. Targeting, fr "Smart" Ads 

Online advertising can be targeted by any demographic characteristic down to the specific 
physician. Messages are targeted not only through "static demographic links" but also 
through dynamic and intelligent "context-sensitive links" and "prescribing-practices links. 

For example, u 
a cardiologist sees heart drug ads (static links) and if he is doing a literature search 
on depression, antidepressant drug ads (context-sensitive links) are also displayed. 

When prescriber-level prescription data is linked to our membership profile data, Physicians' 
Online can also target advertising by prescribing behavior. Physicians' Online is the first 
medium to unleash the power of direct prescriber-level targeting. 

Additionally, online advertising is linked to full drug disclosure information, including FDA required 
product information, USP drug information, relevant medical literature, and pharmaceutical detailing 
& fulfillment services. Ads can be reviewed and their links explored at any time. After reviewing ads, 
online activities are resumed right where the user left off. 
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(MESSAGE HERE) 



Physicians see only relevant advertising, and pharmaceutical companies are only charged if their 
ads are actually viewed. Thus, Physicians' Online provides the pharmaceutical industry with a 
cost-effective, fully-accountable, non-coercive, risk-free, "Pay-per-View" medium that targets 
market segments down to specific prescribers, while simultaneously providing physicians 
with useful clinical information on demand, at point-of-need, and free-of-charge. The 
advertisements themselves become an additional source of useful information for physicians, since 
the advertising now relates to their individual practice needs and is not just another irrelevant 
distraction to endure. 
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fi tr a tPP™ Significance 0 f " Optimal" Advertising 

Members are not required to view ads and can turn them off at any time. However, ^*°^the 
advertising option turned on, they assume the full cost of the information se-Kesprov ded 
Also non-prescription writing professionals, institutions, and the pubhc-at-large may use the 
system at any time, without advertiser support, at rates competitive with other online 
information services. 

Makine online advertising "optional" is a subtle but strategically critical step to win the 
general Lceptice of the medical profession. Physicians resent and resist using any product or 
SlviS that iyjiSS them to view advertising. (Physician resistance to coercive advertising 
methods has been well-demonstrated by the failure of Physician Computer Network \ U> 
achieve any significant market-share.) Making online advertising optional shifts the decision 
and responsibility to the individual physician. In other words, if online advertising is 
mandatory physicians want to turn it off. If you make it optional, physicians will tend to 
ieTe it o£' S£e availability of Physicians' Online without advertising also allows physicians 
to "save face." 

Also "Optional" advertising allows medical societies to endorse Physicians' f^»»"* M [»"| 
imping any endorsement for online advertising. The choice to view adverting is left to the 
individual physician. 
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Our Technology 

MEDLINE S earch Interface 

Physicians' Online has made "Search Interface Design" a strategic priority since the vast 
K physicians are not computer-sophisticated. Even experienced physician-users can 
be Sad by their own literature searches. Studies show that with the current generation 
of MEDLINE search systems, search quality relates to the degree of user-expenence w, A the 
Sven retrieval system - with trained medical librarians consistently , ^^erfo^mg even 
the most experienced physicians. It is this "user-dependent search quality that text- 
retrial systems must address first, before physicians can rehably relinquish the.r 
dependence on MEDLINE search intermediaries such as medical librarians. 

Bv using the most advanced text-retrieval technology available, our simple English MEDUNE ^search 
interface enables even novices to perform better searches than most "text-retneval experts can 

S^ter^m. Physicians' Online is co-developing the most sophisticated yet easy-to- 
use online MEDLINE search interface available, under an exclusive agreement with 
ConCst Software technologies, Inc., a leader in advanced text-retrieval software, using 
tW naSnted text-retrieval technologV- By integrating well-demonstrated advances m 
nSS L^S? ^es V s?n?(NLP) fnd Concept Indexing (CI), Physicians' Online has the 
most powerful, yet easy to master, search interface available. 

This technology allows both novice and sophisticated physician-users to query MEDLINE, 
S oAeTontoe databases, using standard English sentences instead of having to construct 
cZolex Boolean search strategies required by other search systems. All a physician has to 
doTtvw fa uS in plain English. The sentence is analyzed for its key concepte a search 
£^i.^£££i P «rf then all the relevant abstracts are ^retrieved fron . the datebase. 
The relieved abstracts are then ranked in terms of relevance to the initial query. Th» 
nrocessresults in the most relevant and complete literature search possible with little 
variability in search quality between experienced and inexperienced users. 

For physicians who feel more comfortable doing literature searching "the old-fashioned way," 
standard Boolean search methods are also fully supported. 



Communic ati""* Software 

Physicians' Online has taken the best features of existing online systems and combined them 
into a comprehensive online system which is easy-to-use, menu-driven, and can be accessed 
by any computer using standard communications software or our ^dicated software 
package. Our online system software is being developed by Sybase, Inc. and Coconut g 
Computing, Inc. (developers of the leading graphical online Bulletin Board System (BBS) - 
COCONET). 



Central Com puter System Design 

The company's computer system exploits the latest advances in SQL Client/Server 
tecnnobgTon a distributed UNIX-based workstation network. Software enhan^mejte and 
new product modules are developed and implemented incrementally. As the demand for 
online services grows, computer hardware is added incrementally to increase capacity and 
preserve system performance . 

By using these state-of-the-art technologies, Physicians' Online has the most advanced yet 
easy-to-use online text retrieval system and communications network. ^^^J^* 
delivers information more cost-effectively and with higher performance and quality than any 

(g©[NF0©I[N]T0M, 
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which relies on older mainframe-based technology, awkward 



other existing online ser^ce w..™ «™ -^"""j clumsy ^ interfaces, 
and time-consuming Boolean search methods, ana cium^ 



System Software: Modular Design Philosophy 

development teams and vendors. 



| SYSTEM SOFTWARE OVERVIEW j 
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Phase II Technology: 



Personal Digita. Assistants as "Smart Eiectronic Prescription Pads" 

To increase points-of-entry into ^^J**^ 

environment and to maintain ™£\.^J3S£Se d^ces known as "Personal Dijptal 
Online will rely on *n merging new class of e' ec £ om d ^ that intelligently assist 
Assistants" (PDAs). PDAs are sm ^\^^ d V om C m ^ting information and ideas - 

Sy^^ 




Made possible through convergence ^S££SiS^ aS 
technologies and the abi ity to nuniatame ^^^S^n^b^ equipped with 
Apple's Newton, are positioned as low-cost pocket sizea e>e«ru d built . in 

Sue user-interfaces, Personal ^™^ t ^J^^i^^^ systems, 
access to both telephone and cellular data networks, ^smg pen P no tetaking, 

PDAs can understand handwritten commands and ««bewdttj telephone and 

drawing, calculating, scheduling, ^^^^J^SS?S5ination and 
cellular communications provide easy mobile access " °"» n f f and other 

communications services and allow remote sending and receiving o 
electronic documents. 
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Physicians' Online 

Al*oughthefutureo^^^ 

technology, standards, and «^J^^ k meantime, using standard telephone 

care information ^d communications netwom ia] , conflgure d PDAs to be 

data network technology, Physicians £roS as Physicians' Online terminals and 
placed next to physicians' telephones, lhese 
"Smart Electronic Prescription Y ads. 

By seamlessly integrating all ^"^^^ 

decisions (including relevant fT^^SSpweription Pads", and . 
interactions) at the "point-of-sale J ur f^are intelligently automate the prescription- 
personalized prescription management S£ cost-effective therapeutic decision- 

inline information products and services as well. 
Using PDAs, Physicians' Online will -oluti" 

onTnl information and other the medical profession. The 

Physicians' Online is well-positioned to marKe t mese t . minded physicians who 
current generation of pocket -cWrtw. J remote communications link 
use them for electronic scheduling ^^J^^ complete clinical workstations. As 

to Physicians' O^^^^^^JbSStfi medical pager systems. When 

personal remote terminals, they will .even oDvia software f „ physicians our 



incentive 



©©[MlFOPIlMlTll^lL 



IV - The Market Strategy 



The Key to Failure 



Previous efforts to develop pharmaceutical-supported electronic '"^^^tw^ks Tor 
physicians (e.g., Fisher-Stevens' PHYC OM, Physician Computer ^etwoi* (PCN), and the 
Lon -to-be-unveiled Whittle Communications' Medical News Network (MNN)) all «W™rto 
suffer from their lack of insight into the unique information needs of physicians Whil e th ese 
efforts have excelled at raising pharmaceutical advertising commitments, they have failed to 
win any significant physician following. Their existence is based on the acute marketing 
needs of the pharmaceutical industry rather than any solid information product design or 
implementation program. 

This is hardly surprising, since these services were all conceived by advertising & marketing 
executives, not by physicians. Their founders were well-positioned to recognize and satisfy 
true pharmaceutical marketing needs, but not to recognize and satisfy true fto™™ .needs . 
The unique needs of physicians appear to have taken a back seat to the needs of pharmaceiitical 
combes. A successful advertising vehicle needs an & 
disregard tor the physician has lead them to a cosily strategy of creating a market for products & 
services that serve non-existent physician needs. 
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The Key to Success 



Physicians- Online is a powerful and sophisticated information & communications service designed 
h y physicians for physicians. 

Physicians' Online was founded by a physician who established a hospital-based electronic 
meSSffoma^on Sater and observed first-hand how physicians actually use electronic 
™f?™«S Sources in the clinical setting. Real information needs of physicians were 
SIS «d1^b?^ding convenient in-hospital access to high-quahty information 

products. 

The three types of information products used most by physicians are - 

(1) medical literature databases, 

(2) diagnostic decision-support programs, and 

(3) drug information databases. 

Five key barriers limiting computerized information use by physicians are - 

• high cost, 

• lack of convenient access, 

• steep learning curve, 

• lack of physician awareness, and 

• lack of physician time. 

Physicians' Online addresses these barriers by - making the service en ^ ely p ^^ h ? rge '' 

toeTquired to use these resources by increasing their performance and making their 
access conveniently available at points-of-need in the clinical environment 

Strategies to Overcome Utilization Barriers 



Barrier 


Strategy I 


Price 


• FREE 


Convenient Access 


• "Information Vending Machines" 

• Communications Software / Hardware 


Ease of Use 


• User-Friendly Menu-Driven GUI 

• Simple English Search Interface 

• Customer Support 


Physician Awareness 


• Publicity 

• Medical Society Sponsorship 

• Member Evangelism 

• Advertising 

• Telemarketing 

• Direct Mail 

• Co-marketing 


Physician Time 


• Maximize Utility 

• Maximize Convenience 

• Personal CME Credit log 



Become the "Standard of Care" 
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Un.ike previa- '^Hy^O^ ^-J»^~ii^£S3L . 

products and services. Physicians Online r starts Dy a «j"™" , in f orrn ation service 

•SurS SearcK MEDLINE to*, electronic information product used most by 
physicians today. 

We don't have to "create our market' - it already exists. Current.y, physicians use 
MEDLINE about 3,000,000 hours per year. 

Our physician-oriented market Jr «^^^^SS^^« 
existing physician demand as well n % s a ^™7 0 Sed Xve. By tapping into this large 
"Strategies to Overcome Util ization .Boners »s , ^ ickly bui ids 

and established physician ^^J^^^SS^m to generate positive 
sufficient system demand and a " a routine part of patient care. Having secured 

cash-flow ancT estabhsh ^^g^jJS^^* 'S!SI&~^ medica ' in,ormat,on * 

addHiona, products and serv.es. . 



The Risks 



Our implementation plan minimizes investor risk while maximizing the 
growth potential of Physicians Online. 

software design enables independent deve l ^™ n ' *^ g a ™ -^grated incrementally on a 
implement system features and P™ duc ^ n ^ S ^ U 7^S P roducts are licensed 

toviSe ^sponsible for maintaining their own onhne products. 

PHysieian marking ^M^M 

demand by increasing both the number of ^^^^SiXth onl, 15 - ^/market- 
demand of about 3 million hours per year positive ' » ac f ^ er leverages our 
share tor this single product. Publicity during J^^^^W b " cruiting these groups 
physician marketing efforts. We win m ^^^^^lS^peci£ forums on 
Eo serve on our Medical Society Advisory Board and by ^J^^m^ rf p hys icians 
Physicians' Online that are maintained toe-of-char^. JHm S ^AAFP) (70,000 
f A CP) (60,000 members), the ^^ r ^^^[Sw0^M are our initial 

S g Sr,^ese physicians account for over half of a.. US prescnption sates. 

Pharmaceutical industry. Physicians' O^ V^^^^^^^^ as 
implements their micromarketing ^"^^^^^^pSLt development 
well as a new source of prescriber-level I»y J^^.^ s ^ve on the Pharmaceutical 

^^^^ 
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Physicians' Onlto ^ opportonities su ch as putting their message on 

^^ES££SS£S3 ISfliSi the leading curve of . secant 
new marketing medium. 
Competitive r.sK is minimized by 

aggressive and pre-emptrve first .stnk mark our dedication to 
of the "Physician Desktop ), and 7}*™"? JJJ^-base of dedicated on-site terminals, and 
membership/customer ^^^^SSrS^ ««r pre-emptive "First-Mover 
medical society sponsorship. Out launch ' 8 ™^^^ s i cia ^ De gktop- creates a 
Advantage" over V^t^^^^^ ^ y preben sive national medical 
significant barrier to potential to ^ e needs of physicians, readily 

^b^"^"^ a formldab ' e bfn " r 

to potential competition. 

Our Competition 

I MEDLINE Providers, 

II Consumer Online Services, 



III Medical Online Services, 

IV Pharmaceutical Marketing Media 

V Pharmaceutical Micromarketing Industry 



Our future is largely dependent on how effectively we anticipate and pre-empt competitive 
Spouses and I o u, ability to establish symbiotic relationships. 

I . MEDLINE Providers 

MEDLINE is an information P^™^ 

Medicine (NLM). NLNTs mission is to ™P" V « Pg^^ d 3 via NLM's own network 
used by physicians. Although ^^J^I^^q^^ MED), NLM also licenses 
(MEDLARS) and dedicate » «^S^(^M ^bSra, and private institution- 
MEDLINE to commercial online networits, 
based networks. 

The five major commercial online providers include - 

. Maxwell Online (BBS Information Technologies), 

• PaperChase (Beth Israel Hospital), 

• • Dialog/Knowledge Index (Knight-Ridder), 
• " Medis (Mead Data Central), and 

• USHealthLink. 

MEDLINE is also available from several CD-ROM distributors including - 

• Aries Systems, 

• Silver Platter, 

• Dialog, 

• BRS, 

• Cambridge, 

• EBSCO, 

• and others. 

c:.::\\ Vk ""^ " :;5S 
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Physicians Online 

ryn-PTit. vs Potential ME P"NE Market Size 

Since the NLM is not authorized to release the breakdown figures of licensing fees paid by 
private information vendors, the total MEDLINE market size must be estimated. 

In 1991 NLM collected MEDLINE licensing fees for a total of 876,000 online hours 
from commercial networks. NLM's own system provided an additional 324,000 hours 
of MEDLINE service, but since most physicians use Grateful Med software when they 
use the NLM's system (which reduces online "connect" time to VA of the total time 
spent doing a search), the NLM really provided over 1,000,000 hours of onlme 
MEDLINE 3729 CD-ROMs were sold domestically in 1991. We estimate these tU- 
ROM systems contributed at least another 500,000 hours of MEDLINE use NLM also 
provides unlimited-use site licenses to a few institutions, so it is not possible to 
estimate their contribution to total MEDLINE demand. 

Since most MEDLINE searching is done either by physicians themselves ((70%) or Tor 
physicians by librarians (25%), we know the total physician demand for MEDLINE in 1991 
was around 3,000,000 hours. Commercial online systems charge $18 to $45 per hour and 
CD-ROM systems cost from $700 to $3000 per year. So the total MEDLINE revenue 
collected in 1991 was somewhere between $35 and $45 million. 



MEDLINE Market Size 





Current 


Potential | 


Physicians using MEDLINE 


50,000 


>500,000 


Physicians with personal onHne 
search accounts 


35,000 


>500,000 


% Searches done by physicians 
themselves 


70% 


100% 


Total MEDUNE use <hiVyr) 


3,000,000 


>1 0,000,000 



As discussed earlier, several factors limit the use of information resources by physicians 
including - cost, ease of use, accessibility, physician time, and physician awareness. These 
are the same barriers that limit MEDLINE use. The gradual erosion of these barriers has 
lead to a steady growth in MEDLINE use and physicians are doing more of their own 
literature searching. Medical schools and hospital training programs are now requ.red by 
certifying boards and credentialing committees to make computerized literature searchmg ava.lable 
on-site. 
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The NLM has issued 31,000 search accounts ^5^^"^ *SS* 
MEDLINE use can be estimated by exammmg the number » » e |g*f "g 8 „ from n% in 

on top of a pre-existing growth spurt. 



3.000,000 -|- 
2,500,000 - - 
2,000,000 - - 

to 
u 

"5 1.500,000 -- 

(0 

o 

OT 1 ,000,000 - - 
500,000 
0 



MEDLINE Searches by Year 

(NLM system only) 
(% = annual growth) 

16% 



19B9 



1990 
Year 



33% 




1991 



MF.DT.TNE M jrlrft, Rp?ments 



Segment 



Description 



Physicians currently using MEDLINE 
themselves. 



Physicians currently using MEDLINE search 
intermediaries. 



Physicians not using MEDLINE but have access 1 50.000 
to computers. 



50,000 



50,000 



Remaining high-priority physicians as identified 
" by the pharmaceutical industry. 



50,000 



o/oMD 



8% 



8% 



25% 



8% 




addressed in detail in our Physician Marketing Plan. 
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their individual usage rates. 

For online systems, there are basically three approaches to pricing - 

• Pay-as- You-Go (or Fee-Per-Use), 

• Fixed-Fee-for-Unlimited-Use, and 

• Free with Advertising Support. 

-ra y ,s-You.G» : is a constat „ 

the fee. To mimnme «»P e "* e ' 'fXSumate online activities through pre-processing 
!iSS^"*Sr£S^C*l MED are two exiles). Th,s pr,emg method 
is a constant drag on a growing market. 

. -„„j,.,t. r . c thigh-votameiisers(marketshare),notincrease 
■Foed-Fee- strategies are J «»^"StS. . barrier to casual user,, but for 

number of new users hasn't increased. 

-Free- strategies which link °«<™ * 
the most to increase total » a *et siie by Uth^ncreas.ng^ „ , „,„,„, , h en the 



Alternative Online Pricing Strategies 



Pricing 



Individual 
Use 



Number 
of Users 



Total 
Demand 



Pay as You Go 


1 


i 


1 


Fixed Fee 


T 


i 


<-> 


Free with 
Advertising 


T 


t 


t 



Clearly, there is enormous growth c^entlrowth. 
previously, the gradual eros,on of several ^^^S^MEDUNE growth. As with other 
fn the pasi, usage fees have been the ^or factor^ ""gg^^JF ^ ^ is still 
online systems, the same pncmg ^J^SS^SSt' both in terms of individual use 
tremendous growth '^^^^^^^S^og over existing high-volume 
and number of users, current MEDLINE prwders areco b gQ at & ^ 

users through l*ee^*/"*^ falling. By offering 

fiEJKS? ZSSS^^^SS^ 3 the existing MEDLINE users as we., as 
S an expand rnarket by converting non-users mto users. 



Physicians' Online 

ILlLL:illngnh ;lUv nf Online MEDLlHELBlfl^QiifilS. 

Online MEDLINE Source Comparison 



JV - The Market Strategy I 29 



ONLINE 
SERVICE 



Grateful Med 
PaperChase 

U6H*eftWtttk 

Physicians' 
Online 



SEARCH 
PERFORMANCE 



USER 
INTERFACE 



Speed 



XXX 
X 

XXX 
XXX 
XXX 
XXX 

XXX 
XXX 



Quality Ease ol Us© 



xxx 

XXX 

xxx 
xxx 
xxx 
xxx 

XX 

xxxx 







X 


$»$ 


xxxx 


W 


xxx 


$$$ 


xxx 


$$$ 


XX 


$$$» 


XX 


«$ 


XXX 


« 


xxxxx 


FREE 



VALUE 
Par1onrttf*i£» 



X 

xxx 

XX 
XX 
X 

XX 



XX 



xxxxxx 



Without pharmaceutical advertiser support ^^^^^^SiSt 
Sing of MEDLINE to other onhne proton or 0 f the demand for these 

i^^v!^^^ ^ co " ld generate sufficient revenue 10 

support this approach. 



Medical Online Services Comparison 
[ PRICE/VALUE Comparison") 

Dialog 



Price 




Value 
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Physicians' Online 

tvo VnWrshiiit y ftf rn.ROM MF,r>T,TNF, Providers 

MEDLINE Source Comparison: Onlino vs CD-BOM 



MEDLINE 
Sowce 


NO 

Startup 
Fees 


NO 

Expensive 
Equipment 


NO 
Fee 
Per Use 




Current 
Automatic 
Updates 


ONLINE 




✓ 




✓ 


CtVflOM 






✓ 






Physicians' 
Onlln* 


✓ 


✓ 


✓ 


✓ 


✓ 



CD- 



Th P CD ROM MEDLINE market exists only because of the expense of online .systems. 
The OD-kum mcuwv . , lni . ia i hardware expense and ongoing expense for 
ROM systems require ^^ ,a ^££^^£ e d and not related to usage so they 
subscription updates. H<J^^«gj°5^£^ Online systems have lower startup 
offer the most savings to high-volume MbUbiiN^e j l ow -volume users. 

cost-effective for individuals. 

* ri. f~rt m ROM vendors have sought to differentiate themselves with 
In recognition of this fact, CD -^ M . v *™^™ l f n^rmance ease-of-use, and Graphical- 

software will remain a possible CD-ROM MEDLINE market. 
TSfT.M vs P hYSirin nR ' Q"^ne 

NLM is not ultimately threatened accessible, 

r^ra^^ totai medline market si " 

Sd £ ^ NLMshares in ourTuccess with increased total licensing revenue. 
Summary 

barriers to protect our share of the "Physician Desktop. 

We have a clear "First-Mover Advantage" by *^^Zf&t^SS£ is 
with their patented software technology. 
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II - Consumer Online Services 



Th» RiP Three 

The consumer online services market is both emerging and highly competitive. What was 
once reSSvely fragmented industry has coalesced into an industry made up of three large, 
^SrSTiSfcrSSoh services. The "Big Three" include Prodigy, CompuServe, and 
A^enTonlinTZlh has hundreds of thousands of individual subscribers and draws their 
substance from hundreds of information providers and distributors. 

America Online, although the smallest of the three, is the clear technical leader. It has a 
tSSSSdSd easy^-use Graphical-User-Interface (GUI) which me ™ 
driven and which runs smoothly on Windows, Macintosh, and DOS. Prodigy and 
cTmpuSYrv^re both developing similar interfaces to compete with America Onhne. 

Consumer Online Market Share 

(membership estimates for 1 992) 
Other 

America Online 5% 

7% ■ _ .. 

Prodigy 

_ 33% 

Genie 
14% 




CompuServe Source: Alex. Brown 

41% 



Mass Market, vs Niche Mark*!. Strategies 

Following a traditional "publishing" business model , the Big Three offer a wide variety of 
low v^ue/low-cost information products designed to capture the widest range of users 
po^slw^ Marketing strategies are directed toward increasing both market-share and market 
size (increasing both the number of users and their individual use). 

While the Big Three are battling over the emerging mass-market, other online services (such 
aTDialog Delphi, Lexis, BBS, PaperChase, Newsnet. Dow Jones) are quietly capturing niche 
Professional markets. These services offer high-value/high-cost specialized "^toon 
SroS&atSrvice specific needs of carefully targeted users. On a t.nancal bas.s, targeted 
mW,a"2ns] Sen5l7out-pertorm mass market media. This is because the information provided is 
^XSTtotL target audience and the advertising is more valuable to companies 
targeting that audience. 

Window of Opportunity: Th ff Medical Niche 

Following a similar niche market strategy, Physicians' Online offers ^ v ^»!^^ 
information products to a specific high-value target aud.ence. f h *^™%^™T* the 
present an immediate threat to the current crop of commercial ^^j^^SS^S^ 
window of opportunity to capture our niche market may narrow if the Big T^ 8 ** toe,r 
marketing str ategies from mass markets to niche markets of higher value information 
products and services. 
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Zlt»Zf" U J co^l ^"Physician Desktop" and erect effective physician market bamers. 



Ill • Medical Online Services 

AMA/NET 

Several ^•^» t Sg^1!^.Zwi&8^'" 

defunct, including MINET, PH* ^"M, ™* *{^y J": In 1983 MINET went online and 
Information Network) was announced^GTEMenet ^j^A^ MEDMAIL was 

offered three primary f e ^ J ^ " ^^^^^J^^^ ^ ^^^y^^^al profession. PHYCOM 
essentially a «P* C !"^ todevelop any products 

was a ^^^.g^XSSSi AMA/NET offered a comprehensive menu-driven 
" W of M ^SS&SkSSi services and databases designed to appeal to 
P l B lZl MINET and iPOTCOM quickly died from lack of physician demand due m part 
? y Z mmature PC market WiA fee AMA's financial backing, AMA/NET lingered on until 
?9^0 2Z TeSti cEd it could no longer justify shouldering the ongoing losses. 

Tee-per-Use" network -- with charges ranging from $38 to $4^ per hour. 

With *. de» iS e '° *" 

products and services designed to appeal to most physicians. 

rm. • c™«cmflQq2 a resurrected version of AMA/NET, renamed US HealthLink, 
support tool developed at MGH. 

The MEDLINE offered is a stripped-down version developed by ^"^J^SSm „ 
^^t^^Kvrfto oSaSE. the biomedical 

ma^ned'by Elsevier Science Publishers. This database is much small « INE 
-only covering 320 journals since 1989. However, it has a better search interface than the 
OSHU version of MEDLINE. 

©©[NFBPIIMTMIL 
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additional fees for "Premium Services" (Support/FaxAlert), Faxes, Full-Text Reprints, 
Personal Clipping Services, and communications cost in excess of 4 hours per month. 

ITS HealthLink vs Ph y^'ans' Online 

The more our system is used, the more money we make ... the more their system is 
used, the more money they lose! 

US HealthLink derives its revenue from a fixed-fee charged monthly to its subscribing 
physicians. This strategy superficially appears to benefit physicians, however, under closer 
inspection, US HealthLink does not truly encourage physician use. From US HealthLink s 
perspective, the most profit is generated by selling monthly contracts (which generate 
revenue) but never actually delivering the service (which generates cost). And, as discussed 
previously, this pricing strategy captures market-share of existing high-volume users, but 
does nothing to attract new or casual users. 

Physicians' Online offers the same products and services as US HealthLink, albeit at much 
higher-quality and for FREE with advertising. Cost is no longer an issue. Since advertisers 
are charged only if the ads are actually viewed ("Pay-per-View"), the more physicians use the 
system, the more money Physicians' Online makes. In other words, we are motivated to 
make our system more useful and responsive to our members needs. US HealthLink makes 
money selling monthly contracts to physicians who don't use the system. We make our 
money when our system is used. 

Although US HealthLink is a competing full-service online information system designed for 
physicians, Physicians' Online has several key advantages, including - 

• (1) Our MEDLINE is complete and has the best search interface on the 
market. 

(2) Our on-site terminals make Physicians' Online conveniently accessible. 

(3) Our dedicated communications software is a user-friendly "Graphical- 
User-Interface" (GUI). 

(4) Our reliance on "Pay-per-View" advertising, rather than membership 
fees, enables Physicians' Online to profitably encourage use by every 
physician - new and causal users, as well as high-volume users. 

(5) Our system delivers superior product, performance, and service and is 
priced to be free-of-charge with advertising or competitively priced 
without advertising. 

(6) Our system has the backing of professional societies. 

(7) Our system delivers its service to "members" not "customers." 

US HealthLink provides a favorable focus for comparison and allows us to "piggyback" our 
membership marketing efforts. Since US HealthLink subscribers pay monthly, not annually, 
there is no penalty for switching immediately to Physicians' Online. Without a major 
technical overhaul to improve their user-interface, overhaul their MEDLINE module, and 
shift their market strategy to an advertiser-supported system, we expect to acquire most of 
their subscribers. 

US HealthLink has approximately 5,000 members and has established a gateway connecting 
an additional 2,000 Physician Computer Network (PCN) members. Physicians' Online is 
well-positioned to capture the US HealthLink customer-base, in part, because we have an 
implementation lead time of at least six to twelve months that provides ample time to erect 
the required barriers. In addition, US HealthLink may be constrained contractually, 
financially, and bureaucratically by their OHSU relationship. 
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Features: US HealthLink ws Physicians* Online 



Feature 



Cost 

Free online time 
Complete MEDLINE 

Boolean Sean* Interface 
Graphical User Interface 
Mouse / Key Control 
NLP Search Interface 
Relevance Ranking 
MEDLINE Journal Club 
Free Clipping Service 

Diagnostic Decision-Support 
Disease Synopsis 
Drug Interactions 
Complete Drug Information 

FuH Featured BBS 

Menu Orfven 

Electronic Malt 

Advanced FORUM Features 

"Live" Conference Rooms 
Text FHe Downloading 
Software Downloading 
Uploading Supported 
• FAX options 
Topical Forums 
Medical Society Boards 

Pharmaceutical Company 
Support Boards 

24 Hour Support Line 

Online Help 



US HealthLink 



$420 / year 
up to 4 hrs / month 

NO 

(1987 to present) 
YES 
NO 
NO 
NO 
NO 
NO 
NO 

($10 /folder /month) 

OXplain 
DXptaln 
MED (COM 
NO 

YES 
YES 
YES 

NO 

NO 

YES 

NO 

NO 

YES 

YES 
NO 
NO 

NO 
YES 



Physicians' Online 



FREE 
unlimited 

YES 
(1986 to present) 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

(unlimited folders) 

OMR 
OMR 

USP 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES^._ 
YES 
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physician Co mputer Network (PCN) 

Physician Computer Network (PCN) is attempting to establish a nationwide network linking 
office b^ed physicians electronically with a variety of health-care organizations. As stated 
in their Second Quarterly Report for 1992: Physician Computer Network, Inc. - 

operates a national, interactive, two-way and verifiable electronic 
communications Network linking its office-based Physician Members and the 
healthcare industry. This interactive Network provides both physicians and 
healthcare organizations, such as hospitals, clinical laboratories, Medicare, 
insurance carriers, pharmaceutical manufacturers, managed care providers 
and others with a cost-effective means of information exchange which 
enhances practice administration and increases productivity...Our goal 
remains to create the largest, on-line and interactive Physician Network in 
America. 

As originally conceived, PCN offered physicians a complete medical office management 
Astern - including software, hardware, training, and support - free-of-charge. In return, 
Physkians were required to view 90 minutes of interactive advertising per month and allow 
PCN toTetrieve confidential patient information for resale as -anonymous, aggregate clinical 



data. 



TKp Fd.it Rel ptoH Business Setnnpntfi of PCN 

1- NETWORK SERVICES . , 

PCN offers a comprehensive medical office management system designed to 
computerize patient records and to generating patient billing, insurance claims 
billing, and wide variety of financial and clinical reports. 

2 - INTERACTIVE MEDIA ._ , „ D _ V ; QU ,» 

PCN offers the pharmaceutical industry an interactive, verified, Fay-per-view 
advertising vehicle that physicians are forced to view for 90 minutes each month. 

3 - COMMUNICATION DATA-LINKS 

PCN offers an online network connecting physician offices to other health-care 
organizations including - hospitals, clinical laboratories, managed health-care 
providers, claims clearinghouses, and insurance companies. 

4 -CLINICAL MARKETING DATA 

PCN offers clinical date and market research gathered from the physicians 
patient records for purposes of obtaining health-care treatment practices and 
observational & post-marketing surveillance reports about pharmaceutical 
products. 



Market Resi stance to PCN 

Founded in 1988, the PCN concept attracted strong backing from IBM, several 
pharmaceutical companies, Lehman Brothers, and others. Four years and $50 million later, 
there are still less than 2,000 installed systems and PCN is running out of money. In 
addition, PCN continues to receive a cool reception from physicians. Why . 

(1) Physicians resist using any media that forces them to view advertising. PCN 
insults physicians by requiring them to spend 90 minutes per month viewing 
advertising and taking quizzes on the ads viewed. 

\\-~- viizia cr.» -i^s. ^ 
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(9) Ru*v nhvsicians value their time as much as their money. So the financial 
Ss Cvet be substantial for physicians to eagerly sign-up for the 
privilege of viewing 90 minutes of advertising per month. 

<S> The PCN medical office system differentiated itself from competition based on. 
nrice alc^™ Who are PON's competitors? A rapidly growing and highly 
SetitWe medical office system market that offers many inexpensive and 
STS^-atives toPCN. Over 50 major medical office sy^ms are 
available from well-established companies with a combined installed-base of 
over 50 000 users. These software packages are distributed and serviced by 
the growing legions of small service-oriented medical office system 

™„il« ThUe small "Value-Added-Resellers" (VARs) specialize m the 
ScTl officrsystem market a!id offer customized packages of hardware and 
^«^SSS?iSvidu.l needs of their client physicians. These , bcal 

l^-c nffpr a oersonal approach to customization and service. Vendors can 
X adva!tIge P of Te widevariety of high-quality low-cost alternatives ,to 
5 hfXare (computers, drives, monitors, printers, ete.) and pass these 
la^M Vntoflieir client physician. In short, they bundle hardware, 
software ^ customization, training, service, and ongoing support as complete 
Astern s'oSons that effectively compete with PCN m terms of price and 
quality. 

(4) PCNhasterg^dh^ 

ff^^lfSS:^- sJ5U are P immediately realizedthro Ug h 
better oracdee management and financial controls. Revenue growth is 
SSSfSSh improved claims processing ^J^g^*fi£* 
So for high volume practices, the small savings afforded by PUN is a 
economic benefit. Large practices can not afford to not have the best possible 
computer system customized to their individual practice needs And with the 
nSeration of lower-cost medical office systems, computerization is cost 
effective ever^ It -solo-practices. Small local service-oriented vendors are best 
Portioned "to met the medical office system needs of physicians and are the 
major threat to PCN. 

(5) PCN preys on the widespread computer ignorance of physicians PCNoffers 
a single solution to simplify choice for busy physicians Although a simple 
choke PCN is not the best choice. Computer sawy physicians realize there 
U no simole solution A computer system must meet the unique 
re^uiremente o f each physician. Fortunately, computer ignorant physicians 
are not?so?ated from the computer-sophisticated. Physicians are rapidly 
Scorning more computer-sawy, in part, reflecting the computerization of 
S general. And, as discussed before, physicians are trained to use 
Ae r peers as an information resource. If a physician feels uncomfortable 
Stli computer technology, he will rely on peers with more computer 
Wedge to guide his purchase decisions. Physicians who have become 
eX aSters^f computer technology have a tremendous mto^ 
oeere ^id the future direction of medical computing in general. Therefore by 
SgTwVn the enthusiasm of computer-sophisticated physicians, PCN has 
lost tremendous market leverage. 

(6) Since PON's introduction, more strings have become attached to the 
"Physician Member Agreement." Today, in addition to the 90 minutes of 
S advertising viewing each month, physicians must pay up to 
$2,760 per year and sign a guarantee to continue lease payments should PCN 
fail. Where's the incentive? 

(7) Finally physicians avoid any activity that potential^ violates patient 
confidentiahty As stated in their annual report: "PCN, by virtue of our 
PhysidS Member Agreement, has the right to market the anonymous^ ^ 
aggregate clinical daia contained in the databases of its Physician Members. 
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How can patient confidentiality be preserved if PCN has regular access to 
patient records? And even if PCN could convince physicians tha < . 
confidentiality is preserved -- Can PCN convince the public? D ^hy^.a" s 
realty want patients to know their personal medical records are be.ng^ l™ ded *" . 
some computer equipment? For most physicians, it s just not worth it. These 
controversial ethical issues have irreparably distanced PCN from the public, 
the medical profession, and the pharmaceutical industry. 

PP.N; A Viahle Advert ising Medium? 

Initially Physicians' Online competes only with the INTERACTIVE MEDIA segment of PCN. 
StSl'y, th^s !he most underdeveloped portion of PCN. A viable advertising medium 
must combine both — 

( 1) an information component (content) - tailored to the needs of a target 
audience and 

(2) an advertising component - tailored to the needs of advertisers 
targeting the same audience. 

As previously mentioned, PHYCOM was a failed attempt to establish an advertiser- 
suDoorted online network because it failed to develop any information content other than 
advSinrS?mi"arly, PCN has a powerful advertising component without providing any 
fnformation content. In fact, the primary user of the system is the physician s office staff, not 
tho nhvsician So how can you get physicians to view advertising without delivering 
^^^^^^ m ^T^ Problem by contractually obliging ^ 
thSs. Basically, PCN pays physicians to view advertising. This heavy-handed approach 
is direct but creates a medium that has no content other than coercive advertising. 

Physicians' Online takes a more traditional approach to attracting its audience. By , providing 
nhvsicians with information products and services they can use, Physicians Online use 
EeSJ a na u7aUom?onent Sf the hea.th-care delivery process By moving to the > background 
and being targeted to the individual user. Physicians' Online s ^advertising is transformed 
into another useful information resource that is always available when needed - not a 90 
minute interruption every month. 

Nptwnrk Bu ying Strategy 

While both PCN and Physicians' Online share an ambitious mission, the real issue is » - "How 
to get there?" Two distinct network building strategies have emerged - PCN vs Physicians 
Online. 

The PCN strategy relies on the installation of complex and costly office management systems 
that link physician offices to the PCN network. These systems are primarily used by office 
Uff PhysSs only use the system for the mandatory monthly vie wing of advertising. 
Whi e this strategy produces contractually captive customers with high system-sw tehing 
costs? their competitors have a large installed customer-base with similar ,^1^ system- 
switching costs Since PCl^s ability to capture existing market-share is limited, PCN is 
forced to compete with many well-established medical office system vendors in orde to 
capture a share of the remaining physician offices yet to be computerized. With a "™ ted 
number of captive physicians, PCN faces an uphill battle in attracting the many partic ipants 
amUhl JcapiUl needed to establish a true national medical information & communications 
network. 

The Physicians' Online strategy relies on the installation of simple and ] ™J st ^Z™£\« 
exiting Computer systems and the placement of low-cost and easy-to-use dedicated terminals 
at convenient sites in the health-care environment that ink to the Physician i Onhne 
network. Physicians' Online is used exclusively by physicians and provides info ™ at ^ on « 
communication services on demand and at point-of-need. Physicians Online provides a very 
attractive alternative for the existing installed-base of competing online information 

©©(MtFODIfNlTOM, 
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providers who currently face low switching costs. In turn, Physicians' Online ^tes^ 
Customer switching costs due to its pricing, technology, "IJ^^ to 

organizations CME credits, membership services, and support. With an ability to serve 
evIry^raSng physician, Physicians' Online can attract the critical mass of participants 
Capital needed to establish a true national medical information & communications 
network. 



Physician Market Strategy: PCN vs Physicians' Online 



Physicians' Online 




Physicians' Online 
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Mriit.innal Obstacles for PCN 

PON's stated goal is to install over 15,000 office systems by 1995. Even if PCN manages to 
convince enough physicians to sign-up, serious obstacles remain - 

(1) Management distraction due to recurring financial restructuring requirements. 

(2) Loss of flexibility due to complex financial structure. 

(3) Limited financial capability due to excessive debt and impending liquidity crisis. 

(4) Existing bad-will with "stakeholders" - including physicians, pharmaceutical 
companies, data-link partners, and investors. 



Physicians 


• Financial Commitment 

• Public Relations 

• Ethical Issues regarding confidential patient data 

• Coercive and Insulting Advertising Formal 


Pharmaceutical Companies 


• Failure to meet charter sponsors' expectations 

• Limited Market Penetration 

• Financial Wherewithal 


Data-Link Partners 


• Warrants issued have lost value 

• Viability: New Program Credibility 

• Financial Wherewithal 


Investors 


• Deteriorating stock price 

• Impending defaults on debts 

• Where will additional capital come from? 



In Summary 

The key to success for any national online health-care network is to win thesupport of the 
medical profession. Using "free" medical office systems as its entry point, PCN has 
attempted to build physician support through bribery. Due to poor financial performance, 
PCN has been forced to add physician fees, thereby eliminating the free computer 
incentive. In a highly competitive medical office system market, the PCN system must now 
compete based on quality and service, not cost. So far, PCN has spent over $50 million to 
connect less than 2,000 office sites to their network. After spending over $25,000 per office, 
PCN still has less than 5% of the medical office system market 

As part of its shiaing strategy, PCN is now placing a greater emphasis on other network 
capabilities in order to diversify revenue sources beyond "Pay-per-View advertising. No 
wonder. With a network reaching less than 1% of physicians, rWs ability to build an 
effective online advertising medium is limited. Without physicians, PCN has no product. 1o 
be an effective advertising medium, you need subscribers. PCN^s key to success remains - it 
must attract more physicians. 

In the face of negative publicity, unanswered ethical issues, floundering finances and a cool 
reception by physicians and the pharmaceutical industry, Physician Computer Network has 
a precarious future. However, PCN's difficulties provide Physicians' Online with valuable lessons 
and validate our unique physician market strategy. 
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We foresee that, due to - 

( 1 ) the large Net Operating Loss carry forward of $50 million, 

(2) existing contracts with service providers, and 

(3) small but significant installed-base of users (less than 2,000) 

at some point, PCN could be an attractive acquisition target for Physicians' Online. 



MpHir.al Socj fftY Online Systems 

Most medical societies are exploring ways to offer online bulletin board systems (BBSs) for 
their members. Although more cautious than the AMA, the American College of Physicians 
S&TEKUn a leadeTin this area. They have been influential in dramatically ^proving 
the quality of medical abstracts found in MEDLINE by creating a logical format which is now 
*e standard followed by most medical writers. They recently started RESNET , a online 
system for medical residents that uses a subset of the CompuServe system. In April 1992, 
the ACP introduced the "ACP-NLM Flat Fee Program." ACP members can have virtually 
unlimited access to the NLM network via Grateful Med soaware for only $200 per ^year. _ 
Although plans have not been made public, ACP was recently granted a trademark for AGP 
Online." Clearly they are preparing for a more comprehensive online system. 

As AMA/NET clearly demonstrated, medical society online systems face the same barriers to 
success as other online systems. Physicians' Online enables medical societies to safely 
establish their own online systems on our network. For a participating medical society, jve 
develop and maintain their Medical Society Forum on Physicians 0nhn \^ ei ^f v ^^ 
Forums are complete BBS systems and have all the same features availab e on Physicians 
Online including their own membership, E-mail systems, bulletin boards, libraries, etc. 

Note- Medicat society support for Physicians' Onlinedoes not imply medical society 
endorsement for online advertising. Physicians^ Online^cXionsthe or not 

the advertising-support features are turned on. The choice of whether or not to turn on the 
advertising is left tor the individual physician to decide. Physicians may chose to turn off 
the advertising features at any time and assume the cost of services provided. 



IV - Pharmaceutical Marketing Media 

Pharmaceut ical Marketing Market 

In 1991 $63 billion of prescriptions were written by less than half a million physicians -- over 
$150,000 per physician. Pharmaceutical companies currently spend approximately $5 billion 
dollars annually on the sales and marketing of drugs and an additional $2 billion dollars on 
the distribution of free drug samples - over $15,000 per physician. These marketing and 
sales activities include — 

• sales calls to physicians by manufacturers' sales representatives, 

• professional journal advertising, 

• direct mail and telemarketing communications to physicians, 

• distribution of free drug samples to physicians, 

• marketing and sales research, etc. 

The largest prescribing specialties are internal medicine, family practice, general practice, 
and cardiology. Together, these specialties accounted for overhalf the prescription sales in 
1991 In 1961, there were 656 drugs available by prescription in the US - today there are 
over 8,000. This has created a marketing "din," as a plethora of products are vying for the 
limited attention of busy medical professionals. Increasing competition, falling profit 
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mareins and increasing marketing costs have created an acute need for more careful market 
^egmTntaSn and targeting of pharmaceutical marketmg camp^gns. 



r„TTPnt Phar mprp.it.ical Marketing Mi* 

pharmaceutical ^rke'mgp,e. °»^^^SMari.eti ne Mix." Our medium 
marketing mix. 

The Current Pharmaceutical Marketing Mix 

Sept 17 

MedicalJournals J* / Magazines 
Direct Mail V \ / ✓ Newspapers 

Brochures . \ \ Friends 
Drug Samples Peers 



■ — i mi i — — General 

Conferences /77T\\ Climate 

Clinical Trials / / \ \ Patients 
Telemarketing / ■ WordofMoutn 

SurveyS Specialties 
Gifts Services 

T„. cue,™* compe«>». n.u™ o, 

negl.5 5 mfrketini method that might give compeutors an edge. 
The„. re st Pr hi M 

advertising commitments for to, new j£^$^?£Z£££ epical issues 

So. new media products will continue u> F^S^r ^ ^HzeT 
^•WSgi^uS^^SSi^ clienfbaL to sponsor 
new media opportunities as they arise. 

well-capitalized competitors. Only one barner can really protect us - 

ompletely satisfied physician membership. 



a co/i 
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The key to our success is ABSOLVTE PEPlCftTtON TO "CU$TOMFB" SERVICE - 

(1) Physicians must feel like "members" not "customers." 

(2) Physicians must view Physicians' Onlineas a qualrry inforrnation s emce that 
W maintains the integrity of its information products clearly separates the 

needs of physicians from the demands of pharmaceutical advertisers. 

(3) We must nurture our ongoing member relations by offering only the highest 
quality products, services, and support. 

Our satisfied members become our most potent marketing weapon by recruiting new 
membership Waging our marketing into new clinical sites, and securing our market-share 
membership, ,eve ™gi"e switch? Physicians' Online is great, friendly, free, and 

medical information services d0 you needr) 

As a national "medical information utility," our goal is to position Physicians' Online*** 
Wra ™n 0 pV by leaving no opportunity for competition to exploit. A steady stream of 
newTodrtsTservices, dedication to membership service, professional society 
Ssemente, and a large installed-base of on-site terminal, make Physicians Online • 
difficult to duplicate, even for large well-heeled media companies. 



YfWtlg Cnmrn nTTr Medial News Network (MNN) 

WhilP little detail has been revealed about Medical News Network (MNN), company officials 
Srmtlt" 

Medical Education" system for physicians m the spring of 1993. This i non-interactive 
broadcast iXrmation system w¥ be delivered via television to the physician's office. 

Consistent with Whittle's previous efforts, MNN will be an extremely costly endeavor with 
AemoS significant investment being in the areas ^.V^f^^^Sl^SiJLr- 
aooears the system will broadcast its programming in a flexible format similar to Fay per 
W ^vision in order to register physicians for CME credits and audit audience 
p?rfdp\to^i^ly. MNN will match its advertisers with their intended audience. 

Potential Ob ft-ft rf » s *"T MNN 

While Whittle has pre-sold all the advertising slots for the first year, MNN faces a number of 
physician and advertiser acceptance issues ~ 

(1) Given the peripatetic nature of patient care, the physicians' office may not be 
the most suitable place for such viewing. In fact physicians may prefer to 
continue to receive such programming through the existing lunch or vacation 
conference formats. 



(2) 



(3) 



(4) 



Physicians may prefer to earn CME credits in a more interactive or self- 
directed educational environment 

If physicians can't flexibly schedule MNN viewing to coincide with their busy 
schedules, this system will fail from lack of viewers - indicative of yet 
another advertiser-supported service that was insensitive to the needs of 
physicians. 

Since all the advertising space for the first year is sold-out, many companies 
will be excluded from participation. This exclusion creates an opportunity tor 
another competitor, like Physicians' Online, to attract interest 
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\ r F.vpanded Marke t r> TTTT nrr - nnitv frv MNN 

r iv P n the cost of developing and maintaining the MNN system and given that the system 
2j^Si?«B5SSSrf habits, it is not clear MNN will prove cost-effec ive for 
Advertisers WhUe MNN publicity will increase general awareness of alternative media and 
SZ^nSSu^-l companyacceptance of new media, Physicians- Online wi* its cost- 
effeTtive micro-marketing approach and sophisticated precision-targeting features, will 
greatly benefit from Whittle's investment and educational eftorts. 



V • Pharmaceutical Micromarketing Industry 

Fm ^rpntr Ph a rmaceutic ^ Mirrnmarketinr Industry 

Pharmaceutical marketing in the 1990s is trending towards micromarketing The four 
rhar^ristiS .nuking thf pharmaceutical market conducive to micromarketing are: 

(1) measurability - the potential and actual market size of the specific drugs 

being marketed can be determined; 

(2) accessibility -- physicians, the purchasing decision maker in this industry, 

can be targeted; « - 

(3) profitability - pharmaceutical companies spend $7 billion annually m the 
^ US on sales and marketing and drug sampling; and, 

(4) stability - the pharmaceutical industry is recession-resistant. 



The principal objectives of micromarketing and sales research information are - 

( 1) to enable pharmaceutical manufacturers to compensate their sales 
representatives based on geographic sales or prescription activity, 

(2) to quantify individual product sales and prescription levels, and 

(3) to direct their marketing and selling activities to specified or selected 
groups of physicians. 

Currently approximately $500 million annually goes towards the purchase of prescription- 
SSTtafornStioL Two companies have historically dominated the prescnption-drug 
fnToraS market- IMS and Walsh International. Both companies offer drug-information 
SodTcS based on pharmaceutical sales data segmented by zip code. In other words, they 
ESS pSscSinformation that is aggregated geographically not atthe individual 
physician level. This creates a market opportunity for prescnber-level data. 

MMG (Medical Marketing Group) and PMSI (Pharmaceutical Marketing Services Inc. - a 
vJalSi l^ttonal SSff) are both emerging companies that are setting new stewards m 
rTarmacSal micromarketing. They have both develop physician-specific profiling 
dauTases" By shcing their dat! in a variety of ways, they have developed a series of J ^eful 
marketing information products that enable pharmaceutical companies to direct their efforts 
toTnnuencinl the prescribing habits of specific physicians. These sophisticated 
Pl»^!^l inarkrting support tools, based on prescription data, track the prescribing 
behavior of any targeted market segment down to the individual physician. 



T.imitPd Supply nf Media T arpetinr Specific Physicians 

While these new prescriber-level marketing tools provide a powerful means to > target , 
pharmaceutical marketing efforts, the supply of media targeting physicians at an individual 
level is limited. 
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Currently, prescriber-level information is only useful in - 

• directing sales representatives, 

• direct mail campaigns, and 

• telemarketing efforts. 

Prescriber-level targeting tools are available but the supply of tnie prescriber-level targeted 
medi Tis nmited In factfthe prescriber-level data market leader, MMG, is attempting an 
a^esSveTcoSsition strategy designed to increase the demand for their se™ 1 by creating 
a n!w supply of media which target physicians based on their prescnber-level database. 

The need for more careful market Begmentation and targeting of marketing campaigna 
have lead to a proliferation of both traditional and newer non-traditional medium^ to 
reach physician*. Drug companies have provided increased advertising support for 
newer marketing mediums especially those which target their markets more 
Svrfy- ™i Thas caused ^increasing shift of the $400 million dollars per year 
devoted to traditional journal advertising, as pharmaceutical firms become 
increasingly receptive to these newer advertising vehicles. They are actively looking 

f ° r mSpSttlSege from "new media" Publishing Neu,s, May 1990. P . 44.) 

This trend is our market opportunity. Physicians' Online provides a medium which naturally 
com^Wnte Pharmaceutical micromarketing services by providing a true physician-level 
Sted medium. An alliance with a prescriber-level prescription data provider aHows us to 
strengthen our targeting features by including direct "prescription behavior targeting. In 
addition to targeting by demographics and context, physicians can also be targeted by their 
specific drug prescribing practices. 

Limited Psychometric Data Sources 

Pharmaceutical micromarketing companies are also exploring alternate sources of relevant 
prescriber-level marketing information other than prescription data -- 

(1) to enhance the overall predictive value of their marketing tools and 

(2) to decrease their strategic dependence on providers of raw prescription data. 

One approach is to add "attitudinal" or "psychometric" data to their products. However, this 
data is currently compiled from relatively primitive survey data. 

Physicians' Online offers a source of proprietary prescriber-level P^*^ 1 ^*^^ h* 
continuously generated from online user activity. Our prescriber-leve P^chomet £ <^ ca " ^ 
combined wrth prescriber-level prescription data to create new marketing tools which not only track 
but also predict physician prescribing behavior. 

New Source for Prescrib er-level Prescription Data 

Initially, Physicians' Online will not enter the prescription data market which is currently 
dominated by IMS. Walsh, and Medco. However, with the advent of band-held, pen-operated 
computers with cellular data network capabilities, we are well-positioned to offer 
prescription fulfillment services and thus become an independent source of prescnber-level 
prescription data in addition to our psychometric data. 

Drug Samp ling Services 

An estimated $2 billion worth of free drug samples are distributed annually via drug 
manufacturers' sales forces. However, increased Federal regulation requires documentation 
of the final destination of these samples and forces drug manufacturers to track these 
samples more closely, thus creating another market opportunity Through our ad linkages, 
drug detailing boards, and special E-mail offerings, drug sample mlfilhnent services are 
conveniently offered electronically to physicians, thus automating both the fulfillment 
process and the required record-keeping. 
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promotional activities has been proposed. 

In an effort to pre-empt the creation of formal legislation by a gesture of "^W 1 ^^ 16 

College of Physicians (ACP), have issued similar guidelines. 

AMA Ethical Guidelines on Drug Industry Gifts 

(adopted December 1 990) 

Unacceptable gifts 

luSidies for travel, lodging or personal expenses or in compensation of time spent for 
physicians attending conferences or meetings. 

: K«S»tK» — - • ***** *— *• 

practices. 

Acceptable gifts . 

• Gifts with educational value, such as textbooks. 

. Work-related gifts of minimal value: pens, notepads and penhghts. 

. Subsidies to underwrite the costs of continuing med.cal educat.on conferences or 

. St^rSS* students, residents and feHows to attend educational 

conferences as long as selection is made by their academic instrtutions. 
. RetSe compensation and reimbursement of expenses sustained by consults. 
. Modest meals, usually in conjunction with educational programs. 

These guidelines have forced the discontinuation of certain practices and the modification of 
many others. 

F ° r i e n 1988? $165 million was spent by pharmaceutical companies to pay for 
physicians and their spouses to attend meetings m resort spots such as 
Monte Carlo and Palm Springs, complete with entertainment such as cruises 
and golf outings. 

Such oractices as well as cash subsidies, clinical "research" grants, and other valuable gifts 

have pointed to the lack of adequate product disclosure information and the w despread ^use 
of Krously misleading product messages included in many pharmaceutical marketing 
campaigns. 

Hnw do these reflation s effect Physicians' Online? 

Physicians' Online is the only advertising medium that complies with the spirit of FDA 
disclosure regulations. With Physicians' Online, online advertising ,s not only 
linked to complete FDA product information but also to relevant jnedical 
literature, pharmaceutical detailing databases, independent UbF drug 
information, and fulfillment services. 
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(2) Physicians- Online terminals and dedicated software are clearly * *^J?""^^ S ° 

their distribution by sponsoring pharmaceutical companies doesn t violate any 
ethical guidelines. 

(3) Our online "advertising shell" enables us to clearly distinguish between promotional 
messages and information products. Our information products are not 
contaminated, in anyway, by promotional material. 



Our Growth Strategy 

Online advertising enables Physicians' Online to deliver virtually any information Product or 
?prvT c rfree3f-chLee to physicians, while paying royalties to third-party information and 
^^iderTSiSS** is fueled by our strong cash-flow position our ability to 
pn^mnass new '"micro-information niches" by incrementally adding new products & services 
35S ew "emtnts in the overall "Medical Information Grid". By connecting medical 
P^ofess^nak, pharmaceutical companies, pharmacies, medical mfenuba & se r^ce 
Providers hospitals, laboratories, offices, insurance companies arid ultimately, P^ents 
S rnational electronic communications network. Physicians' Online becomes a platform- 
^p^ST-dta^tion system" which maintains growth by "feeding it" a steady stream of 
new information products and communication services. 



Network Expansion to a Comprehensive Medical Information Utility 



Physicians' 
Online 




Physicians' Online is also well-positioned to leverage its ^^^^^c^SSt 
huge market opportunities that will open with the imminent introduction of lowest pocket 
sized pen-operated computers able to connect wirelessly to national cellular data networks. 
Presc'riptioi! fulfillment services, prescription data, pharmaceutical marketing services, 
patient laboratory data, insurance claims processing, personal pager services 
communications services, FAX networks, etc. will all be within easy striking distance. 
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Summary 



To provide a comprehensive solution to the overwhelming information 
retrieval and communications problems of today's physician is both our 
challenge and our opportunity. 

Physicians' Online is dedicated to serve the information arid communications needs of 
physicians and the marketing needs of the pharmaceutical industry. 

Physicians' Online initially distributes third-party produced information products and 
serrices on demand, at point-of-need, and free-of-charge, to member physicians while 
i^e"utr P Tovidin P g the pharmaceutical industry with a ^^^^ 
precisely-targetable, fully-accountable, non-coercive, risk-free, Pay-per-View advertising 

medium. 

Physicians' Online is well-positioned to become the leading communications conduit through 
which all health-care transactions are routed. 
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On-line Membership Sign-up Procedure 



Connect 



I 



Enter 
Social Security # 



I 



Member ? 



Enter 
Personal Password 



Membership 
Questionaire 



-5? 




Full Member 
Access 
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"800" Membership Sign-up Procedure 



^Physicia n Calls 800 « ^ 



Initial Screening Interview 

• Individual Membership 

• Institutional Membership 

• On-Site Terminal Request 

• Other 



Individual Membership 
Request 



Qualified? 

(physician / resident / student) 



Basic Information 

(name / address / phone / etc.) 



Necessary Equipment? 

(software / modem / computer ) 



Area Code / Phone Number of 
User's Terminal / PC? 



Assign Local Network 
Access Phone # 



Review Log-On Procedure & 
Communications Parameters 
with user 



Snpr.ial Offers 
Software 
Modems 
Terminals 
Computers 
Printers 
Supplies 



On-Site Terminal 
Request 



Site Information 

(Hospital / Library / Clinic / ER) 



On-Site Administrator Info 

(Register Responsible Party) 



Process Request 

(Free Terminal Or Purchase) 



Send Follow-up Information 
Membership Materials, 
Dedicated Software. Etc. 
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Features 



N(LBiSK Advertising 

"Pay-per-View" Advertising 
"No View. No Pay" 



Online Advertising Features 



Benefits 



Unlike other advertising media, Physicians Online only 
charges advertisers for ads artnnllv viewed! If no one views 
your ad...you pay nothing. True "Pay-per-View" advertising. 
So you risk nothing by advertising on Physicians Online. 

You receive a full accounting of all advertising activity and 
pay only for what was actually seen by your target audience. 
This makes Physicians' Online the most cost-effective and 
fully-accountable marketing medium to target physicians. 



Precise Physician Targeting 



Precise Message Targeting 

Messages Tailored to Each 
Segment 



Each member fills out a complete online demographic 
questionnaire when he signs on for the first time. Whenever 
he signs on to the system, he is identified by his 
membership number (social security number) and password. 
So the system knows at all times, who is calling and 
demographically important information about each 
individual member. 

For example, if a company wants to market a product just to 
cardiologists who practice angioplasty in St. Louis, it can 
selectively "narrowcast" the message to just these 
individuals. 

A product message can also be selectively varied by target 
segment. 

If a product is used by different specialties for different 
reasons, the product message can vary depending on who is 
viewing the ad. 

In other words, product features of interest to infectious 
disease specialists can be shown to them while different 
features can be shown to gastroenterologists. 



Cost-Eftective 



At 7.5(Z per 15 second ad, you get 15 messages guaranteed to 
be viewed, for the same price as a single letter that is 
usually thrown out unopened by the same physician. 

E-Mail messages, at 50« each, are less than half the price of 
a typical postal mailing...and E-Mail is not thrown-out 
un viewed! 

Drug detailing databases, at $18 per hour are a full order of 
magnitude less than an average "detailing" sales call which 
currently costs over $200. 



Receptive Audience -- 

Suggestible State of Mind 



Physicians' Online members go online for computerized 
clinical information. 90% of physician online time is 
devoted to using clinical information databases. 30% of that 
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time is spent on drug information databases. 65% of that 
time is spent on MEDLINE. 60% of MEDLINE activity 
involves patient care problems and 40% involves therapy. In 
other words, physicians are looking for drug or therapy 
information over 60% of their online time. 

So you have a influential physician, staring at a computer 
screen, actively seeking information about therapy ...Not a 
bad time to suggest a new product or remind him about an 
old product! 

And, as "early adopters", Physicians' Online members are, 
by nature, more receptive to new products and ideas. 



Associative Conditioning Tool 

Create Powerful "Prescribing 
Preference" Reflexes in the Minds 
of Targeted Physicians 



Physicians can be conditioned to form mental associative 
links between a product and a clinical situation. These can 
be created using online messages which couple a product 
name with a brief yet descriptive "point line." Using 15 
second ads, messages flash into the physician's mind 4 times 
per minute or 80 times during an average 20 minute 
MEDLINE search. Although the physicians may not be 
primarily concentrating on the advertising, the ad changes 
are always noticed, if only briefly. Through frequent online 
reinforcements, associative links can be built into the minds 
of targeted physicians. So, whenever a physician 
encounters that clinical situation, the associated product 
comes to mind first. 

The essence of effective pharmaceutical marketing is 
Associative Conditioning -- To be the first product that pops 
to mind when confronted with a therapeutic decision. What 
could more powerfully influence physician prescribing 
behavior than being the first drug to pop to mind? The 
ultimate "point-of-sale" influence is carried in the mind of 
the potential customer. 



Professional Goodwill 



Since Physicians' Online is so newsworthy, we anticipate 
extensive coverage by the medical press. This publicity 
along with medical society support and early co-marketing 
efforts, brings high visibility to Physicians' Online and its 
early pharmaceutical supporters. 

By being identified as supporters of a service which brings 
physicians so much for so little, participating 
pharmaceutical companies enjoy tremendous professional 
goodwill. 



Market Leverage: 

Member characteristics 

• early adopters 

• influential 

• receptive 

• high prescribes 
Physicians' Online members 
Extend Marketing Reach 



Physicians who regularly use MEDLINE literature search 
services are "Medical Opinion Leaders" and high 
prescribers. Their opinions are sought out by their peers 
since they are assumed to be the most knowledgeable and 
current with the literature. 

Physicians who use computers are "early adopters" of new 
technologies and products and therefore the trendsetters of 
their profession. As professional trendsetters, Physicians 
Online members extend the reach of any marketing 



\v~-- «~:\\ vi 



\CZ» -■.»•& •••••"%» 



4 



Physicians' Online 



VII - The Appendix I vi 



effort by influencing the rest of the profession. By their 
nature they are also more receptive to new products and 
ideas. 

By marketing to Physicians' Online members, 
pharmaceutical companies can leverage their marketing 
dollars by reaching the most influential members of each 
target segment. So capturing these influential physicians 
leverages marketing efforts beyond their numbers to the 
rest of the profession. 



Ad-Linked Features - 

Electronic -- 

• Drug Detailing 

• Fulfillment 

• Customer Support 



Online advertising can be targeted by any demographic 
characteristic down to the specific physician. Messages can 
be targeted through "static demographic links," dynamic ^ 
"context-sensitive links," and "prescribing-practices links. 

In addition to the automatic linkage to FDA drug disclosure 
data, pharmaceutical companies can link their 
advertisements with a number of other features. 

Online ads can be linked to - 

- relevant MEDLINE abstracts 

-- full text database of supporting literature 
~ other online full-text databases 

- drug detailing databases 

- other drug information databases 

- pharmaceutical company forums 
-- real-time ad response monitoring 

- online surveys 

- online customer service support 

- E-mail to contact the company directly 

- Fulfillment Functions 

- drug sample requests 

-- detail man follow-up requests 

- further drug information 

Ads can be linked to specific MEDLINE abstracts so that an 
specific ad is shown whenever a specific abstract is 
retrieved. In addition to static links, dynamics links can be 
created that link ads to specific search concepts. Whenever 
a specific concept is invoke by a physician, a specific ad can 
be displayed (context-sensitive links). Precision targeting 
transforms online advertising into useful information because 
ads are now relevant to the viewing physician. 



Electronic Direct Marketing 

MEMBER/ALERT Services 

• E-Mail 

• FAX/NET 

• Regular Mail 



The full range of MEMBER/ALERT services offered by 
Physicians' Online is available for use by pharmaceutical 
companies. Electronic and direct mail services include E- 
Mail, FAX/ALERTS, MEMBER/ALERT Postcards, and 
special direct mail services. Through any of these means, 
messages can be sent to any demographically definable 
physician segment. 



Direct Physician Communication In addition to targeting advertising and other electronic 
* messages, full E-Mail and "live" conferencing capabilities 
allow companies to communicate directly with individual 
physicians. , 
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Company Forums 



Pharmaceutical company forums allow companies to focus 
and coordinate their online activities through the use and 
maintenance of company-specific detailing databases, fc- 
mail services, customer support, fulfillment services, special 
announcements, bulletin boards, etc. 



Single-Sponsor Services 



Companies may also exclusively sponsor specific online 
events such live conferences, special interest information 
services, etc. 



Pharmaceutical Advisory Board 



In addition to a responsive customer service and sales 
support team, pharmaceutical advertisers have an f 
opportunity to directly influence the direction of Physicians 
Online through membership on the Pharmaceutical 
Advisory Board. 



Company Sales Force Support 

Sales Reps Online 

Advertising Specialties 

• Membership Packets 

• Software 

• On-Site Terminals 



With industry-wide estimates of over $200 per sales call and 
limited opportunities to reach busy physicians, any method 
that cost-effectively increases total physician contact time is 
valuable to the pharmaceutical industry. 

Pharmaceutical sales reps can have personal online 
memberships to Physicians' Online - giving them full access 
to online services including E-Mail, sales call follow-up, 
advertising placement, etc. 

Physicians traditionally receive small gifts from "drug reps" 
when they make sales calls. Detail men are always looking 
for low-cost items of value to physicians that convey an 
advertising message. Free membership packets, software, 
and dedicated terminals make perfect gifts that 
pharmaceutical representatives can distribute to physicians 
and hospital sites in their market territories. 

Terminals, membership packets, and software can be 
further customized with the name of the company, 
pharmaceutical representative, or any other special 
advertising or message. 

Start-Up Screens on the terminals can be customized to 
show any message at start-up such as the name of the 
company donating the terminal. The start-up screen can be 
used to directing physician to use the online company forum 
to contact drug reps, get information, order samples, etc. 

By encouraging the use of Physicians' Online, 
pharmaceutical reps extend their total physician contact 
time through the use of electronic mail facilities and other 
services directed to their specific physician-clients and 
generate goodwill in their established and potential 
customer-base . 
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Real-time Market Intelligence 



Online Test Marketing 

Monitoring Online Behavior to 
Test and Adjust Market Strategies 



MEDLINE Trends 

Monitor future medical trends 
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Physicians' Online Psychometric Data Sources 

-- MEDLINE Database itself 

- MEDLINE Usage Data 

- Concept Frequency Data 
-- Advertising Response Date 
-- Specific Survey Data 

Powerful new market research tools can be developed from 
These new psychometric and market data sources. Our 
Sntinuo^reVtime market intelligence provides powerful 
measures of changing market trends. 

Any online behavior, such as utilizing options for more drug 
Nation, can be tied to specific -^^jJ^St 
response rate to different messa g e % c ^ p ^ e m ^et 
and differentiate unique concerns of diff er 
segments. Other promotions and market strategies can be 
Suned using response rate data. For -W^- a rf 
mossaee which emphasizes an new antibiotic s coverage 01 
^am SgaSve bacteria interest an infection* , disease 
Physician more than its low incidence of renal toxicity? 

Complete online activity date allows a^ e ^ CT m ^ s ^ e 
efficacy of different advertising approaches by monitoring 
the online behavior of targeted physicians. 

Using MEDLINE as a starting point, powerful "^indices 
can £ constructed and used to generate both ^eno die jd 
customized reports that monitor changing market trends. 
For example: 

rnNPPPT FRE 9 ITFNr!Y INDEX 

Concept indexes coupled with citation frequency will 
peSe date concerning overall changing trends in the 
SedSitertture over time. Shifting concept frequency 
trends in the medical literature reflect changing future 
trends in clinical practice. This informaUon idenbfies 
eariy market trends, anticipates changing demud^nd 
recognizes potentially significant new area » of research, 
as well as new applications of existing : drugs. TW 
concept indices will routinely screen the most forward 
looking terminology -- for use in advertising and 
promotions. 

MTTH nR/ r.TTAT lf>N f TfflOT^ 

Authors of journal articles will be indexedby 
p^btation^ field of research, etc This database will 
generate data on the most influential researchers by 
fariouTcriteria such as area of research, numbers of 
publications, number of times ^search is cited b y 
Ethers, etc. By identifying the most i**^ 1 * fe 
researchers, research support moneys can be ' a»°catea 
te mSmS leverage of research and marketing efforts. 
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Online Search Behavior 

Physician Psychometric Data 



By tracking what questions physicians are asking, 
Physicians' Online has a real-time proprietary database of 
the clinical concerns of physicians which can be analyzed by 
any demographically definable physician characteristic. 

This database enables the pharmaceutical industry to track 
the changing clinical concerns of their target markets and 
adjust their marketing strategies accordingly. 

Online search behavior data provides "focus group" type 
data, but at a greatly reduced cost and higher significance 
because it monitors what physicians are actually doing...not 
what they say they are doing. 

Physician psychometric data from Physicians' Online allows 
pharmaceutical companies to design effective marketing 
strategies by developing and marketing products that met 
the changing concerns and need of physicians. 

By coupling this data with prescribing practices data, the 
pharmaceutical industry now has a complete and potent 
marketing methodology available to them. 



Special Direct Online Services 



For pharmaceutical companies who want to expand their 
direct day-to-day control over this new medium, a 
customized system will allow them online access to monitor 
advertising activity , place new ads, maintain company 
forums, process electronic mail, process online fulfillment 
requests, etc. 

Full sales force computer network out-sourcing services are 
also available. 



Dedicated Account 
Representatives and Customer 
Service Staff 



A dedicated sales staff and customer support team aids 
clients in tailoring their online marketing activities to meet 
their specific marketing objectives. 



Account Information 



Each advertiser gets an account statement that gives a 
complete accounting of ads viewed. This report can be 
customized to yield useful market information. 



Online Surveys 



A traditional survey approach can be taken as well. These 
real-time surveys can be conducted either directly or 
indirectly. These surveys can be designed quickly and the 
target audience selected by any criteria with the results 
available within a few days. The online market survey 
becomes a simple yet highly responsive management tool. 



Customized Account Information 



Special Customized Ad Activity Reports will yield useful 
market information. For example, "Who actually viewed 
that ad" can be summarized by any targeted demographic 
characteristic. 
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